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Argentine President Fernando de la Rua announced new spending cuts in early May, one day before
Congress passed his labor-reform measures despite strong opposition from sectors of organized
labor. Labor reform has been a centerpiece of de la Rua's plans for long-term economic recovery and
expansion. In the weeks preceding the vote, protests against the bill and other economic measures
intensified around the country (see NotiSur, 2000-03-10).
On May 11, following the release of April figures on the fiscal deficit of US$630 million, de la Rua
announced a cut of US$600 million from the public budget, on top of US$1.4 billion in cuts already
planned. The cuts were needed to meet commitments to the International Monetary Fund (IMF) to
slash the budget deficit this year to US$4.7 billion from US$7.1 billion in 1999.
Economy Minister Jose Luis Machinea said the government would release more details about the
cuts soon, but did not rule out salary reductions for public employees. Labor stages one-day strike
to protest labor reform A general strike to protest the labor-reform bill was called May 5 by the
Confederacion General del Trabajo (CGT), led by teamster Hugo Moyano.
Interior Minister Federico Storani said one-third of workers took part in the strike; union officials
put the number as high as 85%. "The only objective of this labor reform is to bring down the salaries
of the workers," Moyano said.
The CGT split early this year into two factions, one led by Moyano and the other, considered more
"moderate," led by Rodolfo Daer. Moyano's faction includes most transportation unions as well as
metalworkers and mechanics. Daer's faction includes dozens of unions from the industrial sector,
banking, and service organizations.
The labor-reform measures, which the IMF considers essential for revitalizing Argentina's economy
after the 1998-1999 recession, are opposed by Moyano's sector of the CGT. They say they are
not against "modernizing" the economy, but the new law will reduce the influence of unions by
allowing company-by-company negotiations when wages are sliding. Despite weeks of protests, on
May 12 the lower house approved the bill 121 to 84. The Senate had passed the package April 26.
The Senate debate was postponed in mid-April after a bloody clash between police and
demonstrators in which 35 people were injured. Fourteen police officers were charged with brutality
against demonstrators. "I'm very content," de la Rua told reporters after the vote. "It's a law that will
contribute to the development of small and medium-sized business and jobs in Argentina."
Under the new law, large companies will be allowed to increase the current 30-day probationary
period for new hires to six months and small businesses to one year, during which time workers can
be let go without termination benefits.
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Companies will have more flexibility in their pay scales and other issues that bill supporters said
kept some foreign investors away. Employer payroll contributions for new hires will be reduced to
12% from 17.5%. The government says the law will create more jobs by encouraging businesses to
hire more people at lower costs.
But labor leaders claim the changes will hurt workers and do nothing to ease the country's 14%
unemployment rate. Although unemployment has dropped from a peak of almost 19% in the
mid-1990s, many jobless workers have given up looking for employment, and almost 40% of public-
sector jobs are public-works programs that hire unemployed people to sweep streets, clean town
squares, or do janitorial work in hospitals for between US$100 and US$200 dollars a month.
The cost of living in Argentina is among the highest in Latin America in part because of the rigid
parity of the local currency with the US dollar. At least 13 million of Argentina's 37 million people
live below the poverty level. Unemployment is exacerbated by an estimated 250,000 undocumented
immigrants from Bolivia, Paraguay, Chile, and Peru, hired illegally at low wages and without
benefits. Hundreds of thousands of employees are estimated to have already signed agreements
with their companies that cut their labor rights.
In the past five years, companies and workers have signed 941 agreements eliminating previous
gains such as mandatory breaks, vacations, or overtime pay. The new reforms convert into law
changes that have already taken root in the labor market because workers preferred to give up some
rights rather than lose their jobs.
The United Nations Development Program (UNDP) 1999 report cited recent setbacks to workers'
rights in the context of soaring unemployment, saying that the number of workers hired without
contracts had risen by nearly 40% in recent years. It said Argentina was moving closer to an
"Egyptian-style" system in which workers agree to sign a blank contract to get a job.
A Society of Labor Studies report commissioned by the government, which served as a basis for the
labor-reform bill, showed nearly half of all wage earners work overtime with no extra pay. Of those
not receiving overtime pay, 73% said they agreed to forego the pay to keep their jobs. And 69% of
those interviewed said they earned the same as those who preceded them in their jobs, while 29%
earned between 10% and 20% less than their predecessors.
Gustavo Caraballo, a labor lawyer and former government official, said the reforms diminish the
bargaining power of unions when workers are at a strong disadvantage in the labor market. He
called the new law "a true counterreform."
Protests accelerate in north
Meanwhile, the imminent passage of the labor reform intensified protests in the northern province
of Salta, 1,800 km northeast of Buenos Aires, where 15,000 demonstrators blocked a major highway
to Bolivia. Protestors were demanding that the government provide more than 1,600 new jobs. Salta,
which borders on Bolivia, is one of Argentina's poorest provinces. A recent World Bank survey
showed 52% of the 1.044 million residents were below the poverty line, living on US$1 a day or less.
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The protests began May 1 when 300 people, mostly laid-off workers from former state oil company
Yacimientos Petroliferos Fiscales (YPF), blocked the highway near the city of General Mosconi.
Within days, thousands more joined them. More than 1,000 police unblocked the highway just
before dawn on May 12. Some demonstrators responded by throwing rocks and debris, then rioters
set the town hall in General Mosconi on fire. "We have nothing," said one demonstrator. "We're
educated, but young people like us are the most unemployed. We're paid to sweep the streets. We
work for nothing."
The government's Plan Trabajar that pays unemployed people to do public works was among the
programs cut to meet IMF deficit targets. Protesters were demanding that, rather than suspend the
program, it be extended for two years and that benefits be increased to US$200 dollars a month less
than half the minimum salary of US$500 dollars a month.
The violent standoff between police and demonstrators finally ended May 13 when the government
promised US$250 million in funding for new job-creation programs in Salta province. Employment
Secretary Horacio Viqueira said the 34-point commitment by the government includes continuing
until the end of the year monthly payments to the unemployed, providing periodic bags of food, and
opening a line of soft credit to small and medium-sized farms.
On May 14, Vice President Carlos "Chacho" Alvarez called for additional international funding
to deal with the serious social situation in the country. Both La Nacion and Pagina 12 newspapers
reported that Alvarez had urged de la Rua to increase social spending and recommended
negotiating with the IMF and World Bank to increase the target for the public debt.
On May 15 the government unveiled a US$200 million plan to help companies set up and expand
in an effort to reduce unemployment. "This program will help the unemployed by stimulating
economic growth through assistance to small and medium-sized companies," said Economy
Minister Machinea. [Sources: The New York Times, 04/27/00; Buenos Aires Herald (Argentina),
05/01/00; El Nuevo Herald (Miami), Xinhua, 05/05/00; CNN, 05/07/00; Notimex, 05/06/00, 05/11/00;
Inter Press Service, 04/27/00, 05/12/00; Spanish news service EFE, 05/04/00, 05/04/00, 05/10/00,
05/12/00; The Miami Herald, 04/28/00, 05/13/00; Associated Press, 05/05/00, 05/12/00, 05/14/00; Clarin
(Argentina), 05/05/00, 05/11/00, 05/13/00, 05/15/00; Reuters, 05/11/00, 05/12-15/00]
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